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High Business Level Maintained 


ya Governmental regulations over private 
enterprise were being rapidly removed during 
October and early November, New England indus- 
trial activity remained high, employment reached 
new postwar heights, prices generally continued to 
rise but with increasing signs of resistance, the 
growth of department store sales slackened, and 
private borrowings from banks expanded. The 
nationwide coal strike, which threatened to reduce 
industrial production markedly, was called off before 
any serious unemploy- 


New England railroads loaded 10 per cent more 
freight cars in the five weeks ending November 2 
than in the corresponding weeks of 1945. Weekly 
electric power production in the area during October 
and early November averaged about 10 per cent 
above comparable 1945 levels. 

Construction contracts awarded in New England 
declined considerably in October from September in 
all major classifications and reached the lowest total 
volume since March. Total awards in October were 





ment resulted from it in 
New England. 
Increasing dissatis- 
faction with the attempt- 
ed continuation of war- 
time controls over the 
peacetime economy ac- 
celerated their removal. 
CPA removed most re- 
strictions on women’s 
clothing styles on Octo- 
ber 2. Price controls were 
removed from meats 
and livestock on October 
14, from most other 
foods, oils and restau- 
rant meals on October 
23, from shoes and 
leather on October 30, 
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33 per cent below the 
INDEX previous month but were 
more than double those 
of a year ago. Increases 
in comparison with last 
year were greatest in 
residential and utility 
awards which this Octo- 
ber were over six times 
those of October 1945. 
The cumulative total 
awards for the first 10 
months of 1946 were 
well above those for the 
comparable period of the 
peak war year, 1942. 
New England manu- 
facturing employment in 
October increased 0.8 
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clothing on October 31, and farm machinery on 
November 1. By November 9 all price, wage and 
salary controls were abandoned except on rents, 
sugar and rice. In addition, the Federal Reserve 
System announced that effective December 1 
borrowings to exercise certain stock rights would 
be permitted on a 50 per cent margin basis and 
that consumer credit control would be restricted to 
instalment credit for certain classes of durable goods. 

It is still too early to appraise the results of the 
decontrol policy. Initially many prices spurted 
sharply upward. Yet the hope was generally held 
that the incentive of profitable operations under free 
market conditions would stimulate production in lag- 
ging industries and eliminate scarcities. 

New England industrial activity in October gained 
in several lines over the preceding month and was 
appreciably above the level for a year ago. New 
England textile mills used 21 per cent more raw 
cotton this October than in September and 23 per 
cent more than in October 1945. Estimated pro- 
duction of boots and shoes in New England factories 
increased 11 per cent over the preceding month and 
25 per cent over October of last year. 


per cent from September 
to a new postwar peak which was 14 per cent above a 
year ago and 31 per cent above the prewar month of 
September 1939. Upward trends continued in most 
industries excepting food and leather products, al- 
though a work stoppage in the paper and pulp indus- 
try caused a current decline in New Hampshire. 
The October pattern of employment reflects the 
trend toward greater expansion in durable than in 
nondurable goods employment which has been 
noticeable in recent months. The percentage of 
workers in durable goods industries to total manu- 
facturing employees in New England has increased 
monthly from 42 in February 1946 to 46 in October. 
As the corresponding percentage in September 1939 
was 33, it appears likely that there has been a marked 
change in the pattern of employment since 1939, 
(Data from September 1939 to August 1945 are not 
available.) 

Reports from Massachusetts and Connecticut 
State Departments of Labor indicate expansion in 
other branches of private nonagricultural employ- 
ment. Insured unemployment in New England 
dropped from 150,000 as of September 28 to 116,000 
as of November 9. Repercussions of the coal strike, 








although not reflected in data now available, may 
have some effect in the future on employment in in- 
dustries dependent upon supplies of steel and other 
materials curtailed by the strike. 

Wholesale commodity prices continued to increase 
generally throughout October and early November 
although for some commodities such as meats, 
cotton, corn and poultry, they suffered recessions as 
increased supplies reached the market or buyers re- 
belled at excessive charges. The BLS index on 
November 23 was 22 per cent above that of June 29 
and 83 per cent above that of August 1939. 


Advancing construction costs, both for labor and 
materials, impeded building programs. Increased 
labor costs were due in part to recent wage increases. 
Union hourly wages in Boston in the four months 
from June 15 to October 15 have increased from 
$1.725 to $1.995 for bricklayers, from $1.80 to $2.00 
for plasterers and from $1.725 to $1.90 for plumbers. 
Average weekly earnings of all types of construction 
workers employed by private Massachusetts con- 
tractors were $57.34 in October 1946 compared with 
$49.43 in October 1945. 

In manufacturing industries, also, weekly earnings 
remained high during October, averaging $44.79 in 
Massachusetts, $42.14 in Rhode Island and $49.30 
in Connecticut. These average earnings were from 
13 to 20 per cent greater than those of the preceding 
October. Slight decreases from September averages 
were due to reductions in the average number of 
hours worked per week, and not due to any decreases 
in basic hourly wages. 

Retail prices of goods and services affecting the 
cost of living of moderate-income families in large 
Massachusetts cities have increased each month since 
February. An index of these prices showed in Octo- 
ber a increase of 16 per cent from a year ago. 

Rising prices and strong demand enabled the value 
of sales at 124 New England department stores and 
apparel shops in October to increase to 22 per cent 
over a year ago. Although this percentage increase 


over the corresponding month of the previous year 
was the smallest since March and customers were 
showing more selectivity in making their purchases, 
department store sales were generally expected to 
reach an all-time peak for Christmas. A substantial 
part of these increases in dollar volume was due to 
rising prices. Whereas the value of sales at 12 Bos- 
ton stores increased 19 per cent from October 1945 
to October 1946, the number of individual trans- 
actions increased only 4.5 per cent. 

Inventories at these Boston stores were 36 per 
cent above a year ago, but still bore a reasonable 
ratio to monthly sales as measured by prewar stand- 
ards. The ratio of outstanding orders to sales, al- 
though reduced in October, was still excessive rela- 
tive to prewar conditions. The proportion of sales 
made on retail credit increased from 43 per cent in 
September to 45 per cent in October. 

Bank credit shifted further from public to private 
loans as Government securities held by the banks 
continued to be paid off with funds derived from 
withdrawal of War Loan accounts. Commercial, 
industrial and agricultural loans of member banks 
in six New England cities expanded 6.6 per cent from 
October 2 to November 20 this year and 38 per cent 
from November 21, 1945. There was a tendency, 
however, for commitments to be made for shorter 
periods and at firmer interest rates as banks weighed 
the ability of clients to weather possible inventory 
losses and trade recession. By the end of October 
the rate of business failures in New England had 
risen above comparable levels of both 1944 and 1945, 
but were still far below the prewar 1941 rate. 

Real estate loans and consumer instalment credit 
of all types continued to expand at commercial banks 
during October. Federal Reserve Board data on 
consumer credit show that during the year ending 
October 1 American consumers went into debt twice 
as fast as during the previous record year, 1936, 
but some acceleration of the previous peak rate of 
increase could be expected because of high prices and 
a large number of consumers. 


CONDITION OF REPORTING NEW ENGLAND MEMBER BANKS 


MONTHLY AVERAGES OF WEEKLY FIGURES 
(In Millions of Dollars) 


















































BOSTON FIVE CITIES OUTSIDE OF BOSTON 

Item 1946 1945 % Change 1946 1945 % Change 
Nov. "46 Nov. '46 
November | October | November| Noy. 45 || November | October | November] Noy. 45 

Deposits: 
emand deposits (adjusted*)............. 1,488.0 1,485.4 1,468.6 + 13 851.7 844.3 824.4 + 3.3 
United States deposite..........cseseeees 124. 168.3 447.0 -72.1 64.7 84.5 183.3 — 64.7 
Balances due to domestic banks.........+. 257.5 261.9 290.3 —11.3 88.2 38.5 48.4 — 211 
Balances due to foreign banks............ 22.6 22.6 21.3 + 6.1 14 1.4 1.1 27.3 
| errr erp 196.8 196.5 167.9 +17.2 291.5 291.3 259.8 t 12.2 
2 TOTAL DEPOSITS (adjusted*)........ 2,089.6 2,134.7 2,395.1 —12.8 1,247.5 1,260.0 1,317.0 —- 53 

eserves: 
Reserve with Federal Reserve Bank....... 363.1 357.6 360.4 + 0.7 135.9 134.2 135.1 + 06 
ae ee sisaivesscconse 32. 32.3 34.9 — 7.2 29.2 29.4 25.8 + 13.2 
Balances with other domestic banks....... 40.9 44.1 45.1 — 9.3 73.8 75.2 79.9 — 7.6 
ORL EAR ie 0:0.0:5:0006800000008 436.4 434.0 440.4 — 0.9 238.9 238.8 240.8 —- 08 

Loans and Investments: 

Commercial, industrial os saa eos loans.. 503.9 489.0 380.5 +32.4 112.3 105.4 64.9 + 73.0 
ns to brokere and dealers in securities. . 38.3 38.0 73.4 —47.8 0.6 0.8 1.0 — 40.0 
Other loans for purchasing or carrying sec... 27.0 27.8 26.4 + 2.3 15.5 15.9 17.8 — 12.9 
Real! estate loans 45.8 44.7 34.1 +34.3 47.9 45.9 36.9 + 29.8 
Loans to banks........ 2.5 3.5 3.6 —30.6 1.1 1.4 0.5 120.0 
Other loans........c0e. 106.0 104.7 89.7 +18.2 45.5 44.0 32.5 tf 40.0 
UNE BADEN 5 3 4.60500'500000%0% nae 723.5 707.5 607.7 +19.1 223.0 213.4 153.6 + 45.2 
United States obligations................. 1,072.8 1,124.8 1,499.3 —28.4 839.6 859.5 979.4 — 143 
Other bonds and stocks owned............ 47.8 58. 37.2 +28.5 42.9 44.7 38.0 + 12.9 
TOTAL INVESTMENTS............+. 1,120.6 1,182.8 1,536.5 —27.1 882.5 904.2 1,017.4 — 13.3 
TOTAL LOANS AND INVESTMENTS.. 1,884.1 1,890.5 2,144.2 —14.0 1,105.5 1,117.6 1,171.0 — 6.6 














* Adjusted to exclude items in process af collection. 


2 MONTHLY REVIEW OF THE 


FEDERAL RESERVE BANK OF BOSTON 


December 1946 








Wool Stocks, Consumption at Record High 
Prices Depend on Government Policies 








What happens to wool prices is of direct concern to 
New England’s woolen textile industry, which produces 
60 per cent of the nation’s output, and to the Boston 
wool market, sometimes referred to as the “Wool 
Market of the World.” Here are the facts on consump- 
tion, production, stocks, prices, and policy. 








1 Ges consumption of apparel wool in the United 
States during 1941-46 averaged around one 
billion pounds per year, grease basis, compared with 
an average of 592 million pounds in 1936-39. Mill 
consumption of apparel wool during January-July 
1946 was at an annual rate of 1,056 million pounds, 
grease basis, 78 per cent higher than the prewar 
rate of consumption. Foreign wools comprised 85 
per cent of United States mill consumption in the 
first half of 1946, compared with 14 per cent of mill 
consumption during the prewar period. Total stocks 
of domestic and foreign wool held by mills, dealers, 
and by the Commodity Credit Corporation on 
January 1, 1946 amounted to 798 million pounds, 
grease basis, and were equivalent to about 80 per 
cent of consumption for the year; whereas in 1935- 
39 the available carry-over was equivalent to about 
43 per cent of the annual consumption in these 
years. Government stocks of domestic wool have 
accumulated primarily because of the higher prices 
of domestic than of imported wools. While Govern- 
ment holdings of foreign wools were liquidated in 
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1945-46, holdings by private handlers increased 
because of the shift in foreign stocks from Govern- 
ment to private hands during 1945-46. 


Domestic Production Low 


Domestic wool production in 1946 was estimated 
at 358 million pounds, grease basis, 22 per cent below 
the 1943 record and the smallest clip since 1927. 
Annual domestic production of shorn and pulled wool 
in 1935-39 averaged 425 million pounds, grease basis, 
approximately 70 per cent of the average yearly total 
consumption in the United States. The remainder 
of our domestic requirements during those prewar 
years was made up of imports from Australia, 
Uruguay, New Zealand, the United Kingdom and 
South Africa. 

The annual rate of imports of apparel wool since 
the end of 1944 has been at levels exceeding any 
previous 12-month period except that of 1942, 
when our stock pile of foreign wool was built up. 
Net imports of 1946 are estimated at 750 million 
pounds, compared with 650 million pounds, grease 
basis, in 1945 and an annual rate of 86 million 
pounds in 1935-39. Net imports of apparel wool 
have been higher than domestic production each 
year since 1941, when they were 35 per cent above 
production. 


Prices 50 Per Cent Above Prewar 


Price of domestic wool (territory, staple, fine and 
fine medium, scoured basis) at Boston in October 
1946 averaged 50 per cent above the level of August 
1939, the month before war broke out in Europe. 
Current average prices for this type of wool were 
about 12 per cent below the wartime high of $1.21 a 
pound which prevailed throughout most of 1944 and 
1945. Between 1914 and 1918 prices of this type 
wool at Boston rose 200 per cent and attained the 
highest level on record in March 1917, when they 
averaged 225 per cent above the 1914 average price. 

Between August and October 1939 prices for 
domestic wool (territory, staple, fine and fine 
medium, scoured basis) at Boston advanced 47 per 
cent to $1.04 a pound, while the price of Australian 
wool of comparable grade and quality advanced 35 
per cent to $1.12 a pound, duty-paid, during this 
period. These increases reflected the relatively low 
domestic stocks (totaling 245 million pounds in 
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August 1939), increased demand for wool caused by 
the war, and the inauguration of purchases in 
September 1939 of the entire Australian wool clip 
by Great Britain for the duration of the war, making 
imports of Australian wool and its selling price in the 
United States subject to decisions of the British 
Government. The domestic supply of apparel wool 
rose to one billion pounds, grease basis, in 1941 
with domestic production at a level of 456 million 
pounds, grease basis. Ceiling prices for wool were 
established by the OPA in December 1941, and 
subsequently revised upward. 


CCC Cuts Price to Encourage Consumption 


The CCC domestic wool purchase program was 
initiated in April 1943 in order to support prices to 
growers. Sale of domestic wool to the CCC was 
practically mandatory with few exceptions between 
April 1943 and August 1945, but after restrictions 
were removed most of the domestic wool continued 
to go to the CCC because its price was above the 
market price. Sales in each season since 1943-44 
were considerably below purchases. 

To encourage the consumption of domestic wool 
by United States mills and reduce the large Govern- 
ment carry-over of 312 million pounds, grease basis, of 
domestic wool in 1945, the CCC on November 27, 
1945 began selling Government stocks of domestic 
wool at prices below the price which the CCC had 
paid the growers. Prior to this date, the CCC sell- 
ing price was the same as the price to growers. On 
February 21, 1946 the CCC announced an ad- 
ditional reduction in selling prices not to exceed 
three cents a pound for 194446 wools and five cents 
a pound for scoured 1943 wools. This new price 
reduction, coupled with the previous reduction on 
November 27, 1945, lowered the selling prices for 
domestic wools about 81% cents a pound, grease basis, 
below the prices originally scheduled by the CCC. 

Because it was claimed that the price to growers 
could not be maintained owing to competition from 
wool exporting countries, Senator O’Mahoney of the 
Senate Agriculture Committee introduced a bill, 
S. 2033, in April 1946 to provide for special wool legis- 


lation which would require the CCC to purchase the 
entire domestic clip of wool through approximately 
1950 and sell it in competition with foreign wool. 
This bill was strongly opposed by the organized 
wool trade groups on the ground that it would 
perpetuate a system of marketing which had failed 
to market the domestic clip, would continue Gov- 
ernment control of the domestic wool industry, and 
would discourage private initiative in the marketing 
of domestic wools. The bill was referred for study to 
the Special Senate Wool Committee and, after 
extensive hearings, it was passed by the Senate as an 
Administration measure, but was caught in the rush 
to adjourn and was not voted on in the House. 


CCC Raised Price to ‘‘Parity Level” 


Although competition of foreign wools had earlier 
forced the CCC to cut its sales prices and large do- 
mestic stock piles of wool had accumulated, the CCC 
nevertheless advanced its selling price 114 cents a 
pound, grease basis, on October 14, 1946 to bring 
wool prices in line with recent advances in the parity 
price of wool, The current parity price of wool is 
determined by computing the ratio of average prices 
farmers received for wool to prices paid for commo- 
dities and services bought by typical farmers 
throughout the country, and then comparing this 
ratio with the ratio for a base period in which the 
price of wool to farmers was considered favorable, 
August 1909-July 1914. Computation of the pur- 
chasing power parity of wool necessitates calculation 
of a weighted average price for all types of wool, 
which is complicated by the variation in types and 
grades. Moreover, the parity formula based on this 
relationship of some 35 years ago does not adequately 
reflect changes in cost of wool production, distribu- 
tion, and market conditions since then. 

The CCC is prohibited from selling wool at less 
than parity price under existing legislation. With 
domestic wool (territory, staple, fine and fine me- 
dium, scoured basis) selling at the CCC price of 
$1.07 a pound in mid-October 1946 (a price based 
on the revised farm parity price), growers receive 
in effect a direct subsidy of 14 cents a pound when 





1935-39 


CARRY-OVER OF APPAREL WOOL JANUARY | @ 


PRIVATELY (FOREIGN 
OWNED DOMESTIC 


U.S. 





MILLIONS OF POUNDS 


CARRY-OVER AS PERCENTAGE OF CONSUMPTION @@ 


PER CENT 





® DOES NOT INCLUDE WOOL ON FARMS. 
SOURCE: U. S. DEPT OF AGRICULTURE. 





CARRY-OVER OF APPAREL WOOL JANUARY |: 


ACTUAL AND AS PERCENTAGE OF ANNUAL MILL CONSUMPTION UNITED STATES, AVERAGE 1935-39, ANNUAL 1940-46 





@ @ CARRY-OVER JANUARY | AS PERCENTAGE OF CALENDAR-YEAR CONSUMPTION. 


SONN0d 40 SNOITUW 


°o 
°o 


$0 


o o 
$8380 
INFO Fd 





°o 








MONTHLY REVIEW OF THE FEDERAL RESERVE BANK OF BOSTON December 1946 


—— 


ta 








———) 


the CCC purchases this type wool at $1.21 (which is 
113 per cent of parity) plus an indirect subsidy 
provided by the tariff of 34 cents a pound on foreign 
wool, making a total subsidy of 48 cents to the 
domestic grower. The difference between the CCC 
purchase price of domestic wool and the world price 
for foreign wool is 37 cents because foreign wool 
commands a premium, 11 cents at present, over 
comparable grades of domestic wool. While the 
CCC purchase price from growers for territory, 
staple, fine and fine medium wool in mid-October 
was $1.21 a pound, or slightly above the duty-paid 
price of imported wool of comparable quality 
and preparation, the CCC resale price of $1.07 
a pound was consideraly below the price of com- 
parable foreign wool, duty-paid. The CCC is 
committed to purchase wool from growers until 
mid-April 1947 at prices which average around 15 
per cent above the revised resale price. 

The price spread between foreign and domestic 
wools widened over the five-year period 1941-45. 
The price spread between the Boston price for domes- 
tic wool (territory, staple, fine and fine medium) and 
imported fine top-making Australian wools of com- 
parable grade and quality averaged 43 cents a pound, 
scoured basis, excluding duty, in 1945, compared 
with tne 1935-39 average price spread of 26 cents a 
pound. United States mills have been partial to 
Australian and other foreign wools because they 
were graded and sorted, of higher quality and because 
during the period from 1941 until November 1945 
they were lower priced. 


World Production Above Prewar 


World wool production in 1945, totaling 3,760 
million pounds, grease basis, was 12 per cent below 
the 1941 record clip but slightly above the prewar 
average production. World stocks of apparel wool 
at the beginning of the 1946-47 season (about July 1) 
were estimated to total about five billion pounds, 
grease basis, which is more than three times as large 
as 1934-38 average stocks and is much larger than in 
any previous peacetime year. Shifts in foreign stocks 
from Government to private owners in 1945-46 were 
appreciable. If world consumption of wool in 1946- 
47 continues at the current high levels, which is con- 
siderably above world production estimated at 
3,700 million pounds in 1946, then the world wool 
carry-over would be reduced for the first time since 
1939 or 1940. Only a small part of the carry-over 
consists of good quality fine-grade wools. 

Output (linear yardage) of woolen fabrics for ap- 
parel in the second quarter of 1946 was 66 per cent 
above the comparable 1939 rate. This included a 
rise of 122 per cent in women’s wear, compared with 
a rise of 27 per cent in production of men’s wear. 
Comparison of mill consumption of wool with con- 
sumer income during the prewar period indicates 
that mill consumption of apparel wool in 1946 was 
considerably above the rate shown by the prewar 
consumption-income relationship (see chart). The 
large shift in demand for apparel wool during the 
war years and in 1946, compared with the prewar 
period, poses the question of how much of this ex- 
panded consumption of wool will be retained within 
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the next few years when demand returns to “‘normal’”’. 

The primary reason for the “abnormal” quantity 
of wool consumed during the war years in relation- 
ship to consumer income was the large quantities of 
woolen goods purchased by the Army and Navy. 
However, consumer incomes doubled during the war 
and, as durables disappeared from the market, con- 
sumers spent more for nondurables such as clothing. 
Mill consumption of wool in 1946 was at an extremely 
high level, compared with average consumption of the 
prewar period, and maintenance of this accelerated 
rate of mill consumption for wool will depend 
largely upon consumer real incomes and how they 
are spent. Consumption of wool is likely to drop un- 
less consumers continue to spend as large a percent- 
age of their incomes in 1947 on woolen goods as 
they did in 1946. But in view of the heavy current 
mill consumption and rising commercial inventories, 
it is unlikely that the 1946 level can be maintained 
unless prices are substantially reduced or unless wool- 
en textiles replace other types of fabrics. 


Consumption Depends on Income, Prices, Credit 


Since considerable progress has been made in re- 
habilitating textile industries in Continental Europe 
during the past year, consumption of wool there may 
be expected to gain. Purchases by France and Bel- 
gium in 1945-46 were equivalent to more than their 
annual consumption at the 1934-38 rate. Increased 
consumption in the United Kingdom and on the Con- 
tinent, together with the reduction of world pro- 
duction in prospect, will lower the accumulation of 
world stocks of wool in 1947 and may, within a few 
years, bring about some reduction of the surplus. 
The British Organization, set up to market the 
Dominion wool stock pile, estimated that if total 
world consumption of apparel wool increased to a 
level 12 per cent above prewar, it would require ap- 
proximately 13 years to dispose of existing stocks and 
new clips, at the estimated rate of future production. 
It further estimates that achievement of such a level 
of consumption would require sustained world 
purchasing power at a high level, lower prices for 
wool to encourage consumption, and extension of 
long-time credit to needy customers. 
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The British Organization will exert considerable 
influence over the marketing of three-fourths of the 
world’s export supply of apparel wool. Much of the 
five billion pound world stock pile of apparel wool 
resulted from the sharp rise in production, mostly in 
the United States and Southern Hemisphere coun- 
tries, in response to higher prices during the early 
war years. Of this huge carry-over which will tend 
to act as a buffer against a sustained price advance of 
wool, 2,600 million pounds are owned by Govern- 
ment organizations and of this total the British 
Government owns 81 per cent, whereas the United 
States Government holds 19 per cent. The policy of 
the British Organization to purchase a portion of the 
new clips, which do not sell at “prescribed prices”, 
will offer support to world prices. 


Foreign Price Higher 


With the resumption of the wool auctions in 
Sydney and in London in September 1946, prices of 
Dominion fine wools advanced to a level only a few 
cents below CCC purchase prices for comparable 
domestic wool, largely as a result of heavy Conti- 
nental European buying. Prices of fine quality wools 
in Australia in October were 20 per cent above last 
season’s British “issue” prices. Wool prices in the 
South African and South American markets were 
reported to be 15 to 25 per cent above those of last 
season. The policy of the British Organization regu- 
lating the flow of wool to the world market appears 
more flexible than the CCC program, which simply 
places a price “floor” under wool with little or no 
regard to current market conditions. 

The achievement of a balance between supply and 
demand for wool is complicated by the two different 
world selling agencies — the British Organization 
and the CCC — employing different price policies. 
The British Organization appears to pursue a policy 
of encouraging wool consumption in the light of 
consumer purchasing power, market conditions, and 
prices of competing fabrics. The CCC prices for 
domestic wool may be changed because of a change 
in the parity index, which may have little direct 
bearing on the wool market. Hence, the price of 
domestic wool is set by legislation, while the price of 
the remainder of the world wool supply is controlled 
by the British Organization. For the next year at 
least, wool prices will depend on the actions taken by 
the respective Governments which have monopolistic 
control over the world wool market. 

The Steagall Amendment (1942) to the Price Con- 
trol Act, guaranteeing 90 per cent of parity for wool 
and certain other farm products for two years after 
the war or the emergency has been declared ended, 
will tend to cushion a fall of wool prices and prices of 
other farm commodities, but it is only a temporary 
expedient. 

It should be emphasized that the recent heavy 
purchase of wool following the resumption of auctions 
in Empire countries has made the appraisal of the 
world wool stock pile very difficult in terms of quan- 
tity or value of wool. It is probable that purchases 
by France, for example, surpass her current require- 
ments, and that much of the wool recently bought by 
France is being held in storage or was bought for 





other countries. Although wool purchases are heavy, 
it is doubtful whether mill consumption in consuming 
countries is keeping abreast of these purchases; thus 
the world inventories of raw wool are probably in- 
creasing. This would suggest that some of the buy- 
ing in Australia, South America and elsewhere may 
have been of a speculative nature. 

Of the three basic textile fibers (cotton, rayon and 
wool), wool is in better supply throughout the world 
than the other two. United States exports of wool 
products in 1946 have far exceeded prewar levels. 
As cotton and rayon are in shorter supply, the size 
of the potential export market for these fibers will 
be larger than that for wools. 

Foreign wool prices will probably begin “easing 
off” before domestic prices decline because of the 
greater vulnerability of foreign wools to world mar- 
ket conditions. While supported on the one hand by 
higher levels of employment, consumer purchasing 
power and by the CCC program, prices of domestic 
wool will be adversely affected as higher quality 
foreign wools are sold in order to build up dollar ex- 
change, as consumer expenditures shift to other 
goods and as prices of other substitutable fabrics 
decline. On the other hand, should present parity 
legislation be revised and domestic wool prices be 
allowed to drop to the guaranteed support level of 
90 per cent of parity, domestic wool (territory, 
staple, fine and fine medium) would sell for approx- 
imately 96 cents a pound at the current parity price, 
a decline of 25 cents or 20 per cent below the present 
CCC purchase price. 

Although the “floor” under prices of wool may 
have a stabilizing influence, analysts of the wool 
industry have argued that while income and em- 
ployment are still high in the United States, it would 
be desirable to inaugurate a policy which may make 
practicable gradual removal of present CCC subsi- 
dies by making subsidy payments depend upon im- 
proved grading practices and quality of wool. 
Gradual elimination of these subsidies may force 
some reduction in the size of the domestic wool 
producing industry because of competition from 
foreign wools. 


NOTE. Since the writing of this article the CCC announced upward 
adjustments averaging about two cents a pound, scoured basis, in the 
selling price of Government-owned wool, effective November 30, 1946. 
These increases were attributed to a rise in the ‘parity price’’ of wool. 





PRODUCTION OF WOOLEN AND WORSTED 
FABRICS AND BROAD WOVEN WOOLEN GOODS 
(Millions of Linear Yards) 




















Quarterly Averages Rca 
ieee ed si 1946 1939 to 
1937 | 1939 ist Qnd nd — 
Men’s Wear........ 44 45 54 57 + 27 
Women’s Wear...... 24 27 56 60 +122 
Other a Eaatave- sia 10 8 16 16 +100 
Subtotal Apparel.... 18 80 126 133 + 66 
Nonapparel Total! .. 14 13 20 20 + 54 
Total Wool Fabrics'.. 92 93 146 153 + 64 
Grand Total Broad 
kf ne 2,515 | 2,517 | 2,864 | 2,913 + 16 




















1Wool woven fabrics do not include carpets and rugs. 
Source: Rayon Organon, November 1946. 
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SALES CONDITIONS 
1945 = 100 
Month of October January through October 
1943 1944 1945 1946 1943 1944 1945 1946 
Connecticut Department Stores................. 95 97 100 122 96 97 100 123 
Maine Department Stores..............0eceee0e 79 90 100 116 90 93 100 124 
Massachusetts Department Stores............... 79 89 100 122 85 91 100 127 
New Hampshire Department Stores............. 80 91 100 122 86 93 100 127 
Rhode Island Department Stores................ 81 88 100 117 85 91 100 124 
Vermont Department Stores..............cece0s 78 86 100 135 84 88 100 133 
Boston Department Stores. ............eeeeeee 75 88 100 119 81 89 100 126 
Springfield Department Stores.................. 86 93 100 113 93 94 100 120 
Worcester Department Stores..............0005 78 87 100 123 84 87 100 130 
New Haven Department Stores..............0-. 89 96 100 127 91 96 100 126 
Portland Department Stores..............-000008 79 89 100 116 92 94 100 122 
Providence Department Stores................-- 80 88 100 116 85 91 100 124 
New England Department Stores............... 79 90 100 122 85 92 100 126 
CREDIT CONDITIONS 
Percentage of Regular Charge Accounts Outstanding at the First of October 
Collected during October 
1943 1944 1945 1946 
CGC OREO COLOR aa 5.6 i aldccd co osx deuas creases Gavtinencsenesuadvoune 54.3% 55.7% 56.2% 47.3% 
TN GW Semel: PE ODMEUIUOE MOOEORS 6.65: s sao sboci.ca ucowade ccidata se casmereseuuaee ese 58.2 50.2 60.4 56.0 
PLOVIIONON EOUMUNIIONG BNONOD 6 5. 65'6:5.6003 000 oe tes'ee neces Seat cen eae Kelcaekeaks 59.5 59.4 60.4 55.9 
NOW Engen EPOper Gent MCOEG ss. «aco sires cacpracios cawcnnwevdevceavecds daweaees 56.6 57.2 58.0 50.5 
SALES BY DEPARTMENTS — NEW ENGLAND DEPARTMENT STORES 
1945 = 100 
Month of October January through October 
1943 1944 1945 1946 1943 1944 1945 1946 
Women’s, Misses’ and Juniors’ Ready-to-Wear:. .. 79 85 100 109 80 86 100 119 
Coats — Women’s and LS AS Sets 79 87 100 99 91 89 100 118 
Dresses — Women’s and Misses’.............. 70 83 100 113 74 85 100 121 
Juniors’ Coats, Suits, Dresses..............45. 76 81 100 103 72 81 100 119 
Furs, excluding Repairs and Storage........... 95 80 100 124 110 89 100 138 
Aprons, House Dresses, Uniforms............. 73 90 100 116 83 93 100 117 
BOORIAWOAE dca cccsciciccccodesssvsceeveccasees * * 104 * * 111 
oh ROSES ae Pais ien vier: nay sare eran een a 51 75 100 127 72 73 100 135 
Women’s, Misses’ and Juniors’ Accessories:....... 80 91 100 112 84 91 100 115 
Millinery Jae EA SRI EE PTET 79 87 100 105 89 95 100 113 
NeGiWOOr ONG BORTIG so. 6.6.66cccciscccesencsies 77 88 100 105 81 95 100 110 
Come ANG DISSMOEOR 6 6occ iccncctcecessvees 61 82 100 116 73 85 100 118 
PEG UMOGENEEE a din crit ecb icucieebes sa eas 85 100 100 107 81 93 100 108 
WR UO CCE WON 6 oo a5 41s sic aa sicvdis sie ernelespared 71 91 100 114 73 85 100 109 
Negligees and Bathrobes.............sseeeees 80 93 100 109 75 85 100 122 
PIRCUOINONE So Sic 8 070 ce 05. Cee cots nneeneneeeNe 92 104 100 110 86 93 100 111 
CHROME oa nec deie ce cada coated oaeheeane wea 77 90 100 96 81 89 100 109 
TIMES oeaiie side cacieg dt atce ei akewacueeeednes 86 98 100 113 90 95 100 110 
IR er rare ore Pore e es tem roy or 78 83 100 124 81 87 100 122 
QOME aides Hee uuaechwesaieousenaewenes 82 84 100 117 78 86 100 122 
WGMOR COMB ois cringe diiewiseticepecesosawiele 92 94 100 111 94 93 100 123 
Toilet Articles and Drugs. cic sc ccccccceesecss 92 100 100 110 88 96 100 110 
Umbrellas, Parasols, Canes.........e.cscscece 88 76 100 103 91 80 100 142 
Men’s and Boys’ Clothing and Furnishings: . A 73 83 100 114 89 90 100 135 
Pog Oo 8 a ee err rerr rrr 67 72 100 117 96 88 100 138 
Men’s Furnishings, including Hats and Caps.... 74 84 100 117 87 89 100 146 
Boys’ Clothing and Furnishings............... 80 93 100 102 81 93 100 114 
Bien Ones BOGS BHOOE. oo on io cic ciceccccsees 79 79 100 113 92 84 100 131 
Infants’, Children’s, Girls’ and ‘‘Teen-Age”’ Wear: 78 93 100 107 76 93 100 110 
TrfSite DOMOrIOGHG sc. 5.6.0 oo 5cecc ccc ccccssace 75 91 100 111 76 93 100 110 
Girls’ and “‘Teen-Age’”’ Wear..............0-- 72 94 100 99 77 92 100 110 
WiGniG POP INIHONG cc osc caceeccchecccdesecdtceves 75 82 100 139 88 92 100 153 
Furniture, Beds, ‘ ehbisiiad Springs. . ‘ 65 78 100 118 83 87 100 135 
House Furnishings................ 63 68 100 156 81 82 100 176 
Major Appliances. .........-.++ee0s 31 46 100 881 106 62 100 939 
Draperies and —- Die weet oreamunarces 85 92 100 121 81 93 100 127 
Dt I PEM s 65 oo kc vce vaciceccisvcenss 55 66 100 129 74 75 100 159 
Binor CONGMMER Cie coccuacDeincccrcucsaereree 93 93 100 126 102 98 100 150 
mend MUG GHEMEWERE SeiiicicdccmecccvRndeceaees 74 85 100 126 78 87 100 142 
MMR oo ba era cle rece RO lat tn sik as acare'e asel era alae 80 91 100 119 93 99 100 127 
Domain tid BEd COVETINGS.. 6 oc ccccccccceuse 78 84 100 139 107 106 100 153 
WMI oc ais 5 Goats 0h 00 talon ae Soldier eananunaues 113 69 100 1327 240 103 100 977 
Piece Goods:...........- 79 96 100 112 79 95 100 111 
Silks and Velvets. 76 100 99 74 93 100 106 
Woolen Dress Goods. % 91 98 100 129 95 94 100 125 
Colt DIG GOOG si oscicccecccccccecsicesec 77 105 100 125 82 104 100 107 
Smallwares: 73 88 100 117 7 90 100 117 
Laces, Trimmings, Embroideries, Ribbons..... 3 75 91 100 115 70 95 100 115 
NIE ce ticic ar cuiruevonecveds vanuwuneerne 73 88 100 119 79 89 100 118 
Toys and Sporting Goods............seeeeeeses 91 111 100 179 87 93 100 180 
Oe oh ics toccdeciacccetscctuccesnaes 78 97 100 114 83 94 100 121 
DUIVONWEEGS 6S esic pteuetc cececascaecennaensaue 82 74 100 153 117 95 100 191 
IN G6. 6) ooo 3.64 we ciala sca seenacsees OeneNee 106 92 100 148 116 93 100 156 
PMNS oa be asics s CeeaGiseaceseupeaneceaeens 100 105 * 100 120 
Ee eoriee tree rere ee b = 100 113 * * 100 103 
Art Geet. including Needlework...........+- 72 92 100 103 77 90 100 108 
WOE Is 5.5 610 ccd gts ca css ade dumonsteke = = 100 * * 100 103 
BPO o iiicccveaccerecesver ance tamceaes f 79 99 100 115 84 95 100 124 
BAROMORG. ocicicccccicsscccstsecsens Csanasneeres 78 94 100 119 88 93 100 121 
GRAND TOTAL. .....cccceccccrecs SOOTY Cee 78 88 100 118 85 91 100 125 
*Figures not available. 
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BUSINESS AND FINANCIAL CONDITIONS IN THE UNITED STATES 


Prepared and released by the Board of Governors of the Federal Reserve System 


pees and employment at factories were maintained at record peacetime 
levels in October. The total value of goods distributed was maintained at a 
INDUSTRIAL PRODUCTION high level but below the level of production, and inventories increased further. 

UNITED, STATES Prices in wholesale and retail markets generally advanced considerably follow- 
1944 1945 1946 ing the lifting of controls. 


aeo-1239__ 12401941 1942 1943. 
car 

ci Nea gees (ae (a Industrial Production. Output at factories and mines, as measured by 

¥ e20t Say (ama laa ay mar (ie a the Board’s seasonally adjusted index, increased slightly further in October and 

© 2q9.X—_+_+—__+_f + was at a level of 182 per cent of the 1935-39 average, as compared with 180 in 

é AS ies ERE ee | ao ee We September. Production was maintained at this level in November up to the be- 

ae ae ginning of work stoppages in bituminous coal mines. 


. 


= 19 —] —+— Production of nondurable manufactures in October was at a postwar peak 
“A rate of 169 per cent of the 1935-39 average. Output of manufactured food prod- 
* ts | ucts rose sharply, reflecting chiefly the exceptionally large volume of meat 
2 et ! | a production after the middle of October when Federal price controls were re- 
2 AST SR moved. The number of animals slaughtered under Federal inspection declined 
ag “ym og figures, latest somewhat from late October levels during the first half of November. Output of 
i : textile products advanced in October to a level of 170 per cent of the 1935-39 
average and there were also small gains in activity in some other nondurable 
goods industries. 














Output of durable manufactures increased slightly in October as activity 

ee saree aed in the nonferrous metals and machinery industries continued to advance. The 
J ipa 1941943 number of passenger cars and trucks produced increased further to a rate 14 

per cent above the 1935-39 average and continued to advance in the first two 

weeks of November. Activity in most other durable goods industries was main- 

tained at about the September level. During the first three weeks of November 

steel output rose slightly to an average scheduled rate of 91 per cent of capacity, 

but in the fourth week output dropped sharply owing to a cessation of operations 

at most bituminous coal mines on November 21 as a result of work stoppages. 


Construction. Value of construction contracts awarded, as reported by 

the F. W. Dodge Corporation, declined further in October to a level two-fifths 

Powe below the May peak, but they were still about double the 1939 average. Awards 
ad wil for residential building decreased by one-fifth in October, more than offsetting an 

a oa ee increase in the value of contracts awarded for factory construction. 

latest shown are for October 1946. 








Distribution. Department store sales, which usually increase from Septem- 
ber to October, showed little change this year, and the Board’s seasonally ad- 
justed index declined to 258 per cent of the 1935-39 average, as compared with 
269 for September and 290 for August. Sales increased seasonally, however, in 
COST OF LIVING waa! the first half of November and were 22 per cent larger than a year ago. Depart- 
iad is ment store stocks continued to rise in October and the Board’s seasonally ad- 
justed index reached a new high of 235 per cent of the 1935-39 average,not with- 
standing a further marked decrease in stocks in the New York City area as a 
result of a trucking strike. 


During October and the early part of November railroad carloadings of live- 
stock were in exceptionally large volume and shipments of most other classes of 
railroad revenue freight were also maintained at high levels. 


PER CENT OF 1935-39 AVERAGE 


Commodity Prices. Following the initial sharp increases in prices of many 
basic commodities in October and the early part of November, after the lifting 
of controls, prices of some agricultural products, like cotton, corn, and poultry 
products, declined, while prices of wheat, flour, and sugar advanced. Initial 
Sion ait teitey titel Rati: eee advances in prices of nonferrous metals, steel scrap, and rayon were maintained, 
month figures, latest shown are for October and in the latter part of November prices of some of these industrial materials 
1946. advanced further. There were also reported in this period substantial increases 
in wholesale prices of a number of finished manufactured products. 


Retail prices of foods and numerous miscellaneous products increased con- 
GOVERNMENT SECURITY HOLDINGS siderably further in October and November. Most of the increases occurred 
OF BANKS IN LEADING CITIES—U-S. after the middle of October, at which time the consumers’ price index was two 
4 ed cent higher than in September and 15 per cent above the level at the end of 

e war. 
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Bank Credit. Commercial and industrial loans at reporting banks in 101 
leading cities showed further sharp increases in October and the first three weeks 
of November. Real estate and consumer loans also continued to increase stead- 
ily. Government security holdings declined further, reflecting principally 
Treasury debt retirement. Deposits of businesses and individuals have shown 
little further change. 
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BILLIONS OF DOLLARS 





Member bank reserves showed little over-all change during October and the 

first — ye pre of hr or — : funds yd —— ae ~ a — of 

“46 an outflow of currency and a transfer of deposits from member banks to Reserve 

eee tak en eS wae Banks due to Treasury operations were about equal to the funds banks obtained 

1946. by borrowing at Reserve Banks and from an inflow of gold. Government security 

holdings at Reserve Banks fluctuated considerably in October but were little 
changed over the period. 
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